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PROBLEM 

To execute (a )  an Au tho r i za t i on  Amendment of the  Commodity Expor t  Program 
(CEP) , 306-0205, adding $5.5 m i  11 i o n  f o r  a  new 1  l f e  o f  p r o j e c t  l e v e l  o f  $30 
m i l l i o n  and ( b )  a  waiver of compe t i t i on  and CBD n o t i c e  f o r  an amendment adding 
$9,540,000 t o  c o n t r a c t  No. 306-0105-C-00-6011-00 w i t h  t he  American 
Manufacturers Expor t  Group (AMEG). 

DISCUSSION 

A. Commodity Expor t  Program P r o j e c t ,  306-0205 

The i n i t i a l  A c t i v i t y  of Approval Memorandum ( A M )  f o r  t he  Comnodity Expor t  
Program proposed a  program funding l e v e l  of $47,500,000. However, a  rev iew by 
t h i s  o f f i c e  o f  a n t i c i p a t e d  budget l e v e l s  and competing demands f o r  funds 
r e s u l t e d  i n  our  recomnendation t o  t h e  Ass i s tan t  Admin l s t ra to r  f o r  a  P r o j e c t  
A u t h o r i z a t i o n  o f  VS $24,500,000. The a c t i v i t y  was accord ing ly  au thor ized  a t  
t h a t  l e v e l .  A c o n t r a c t  then was entered i n t o  w i t h  AMEG a t  a  l e v e l  o f  
$23,960,000. 

I t s ince  has become apparent t h a t  g r e a t e r  program a c t i v i t y  l e v e l s  than were 
o r i g i n a l l y  env is ioned are and should be c a r r i e d  ou t  under t h i s  p r o j e c t .  By 
the  c lose  o f  FY 1987, t he  f o l l o w i n g  o b l i g a t i o n s  and/or c m l t m e n t s  have been 
made aga ins t  t he  author ized l e v e l s :  

a. Overa l l  AMEG c o n t r a c t  - $19,931,000 (Note t h a t  t h i s  f-jgureincludec - - -- - -. 

fund ing  o f  $1,071,000 prov ided under t he  DOD Afghan Humanitar ian R e l i e f  
P F O J ~ C ~  - 306-0206). 

b  Commodity procurement 1  i n e  i t e m  - $15,464,330 (of  t he  $15,464,330 I n  
p r o j e c t  funds a1 1  ocated f o r  comnodi t y  procurement, on ly  about $300,000 
remains a v a i l a b l e ) .  

The p r o j e c t  was s u b s t a n t i a l l y  w i t h o u t  funds as o f  t he  end o f  FY 1987. We 
budgeted $15.2 m i l  1  i o n  f o r  t he  p r o j e c t  i n  FY 1988, o f  which we a1 ready 
ob l i ga ted  $5,000,000 i n t o  t he  AMEG con t rac t .  A t  t h i s  t ime t h e  p r o j e c t  i s  
again i n  need o f  funding. An assessment o f  performance t o  da te  and p r o j e c t e d  
requirements supports the  imnediate need f o r  an Au tho r i za t i on  Amendment of  
$5,500,000 t o  a t o t a l  au thor ized  l i f e  o f  p r o j e c t  funding o f  $30,000,000 t o  
pe rm i t  t h e  f u r t h e r  o b l i g a t i o n  o f  FY 1988 funds. 



I n  our assessment AMEG has e f f e c t i v e l y  u t i l i z e d  funds t o  date. There w i l l ,  
however, be a  f u l l  p r o j e c t  assessment/redesign ana lys i s  o f  t h i s  p r o j e c t  t h i s  
spr ing.  I t  i s  expected t h a t  t h i s  p r o j e c t  exerc ise  w i l l  i d e n t i f y  and c o r r e c t  
t he  inadequacies i n  f i n a l  p r o j e c t i o n s  under the  o r i g i n a l  Au tho r i za t i on  and 
b e t t e r  r e f l e c t  the  evo l v ing  opera t iona l  c h a r a c t e r i s t i c s  o f  t h i s  p ro jec t .  
While recogniz ing the  need f o r  a  rev iew o f  bo th  t h e  f i n a n c i a l  bas is  and 
opera t iona l  changes i n  the  p r o j e c t ,  we are  of the  o p i n i o n  t h a t  t he re  should be 
no r e l a x a t i o n  of p r o j e c t  a c t i v i t i e s  o r  p r o j e c t  momentum i n  a n t i c i p a t i o n  of 
t h i s  p r o j e c t  assessment/redesign. For  program purposes, i t  i s  important  t h a t  
t he re  i s  no delay i n  cont inued t i m e l y  i npu ts  o f  needed resources t o  support 
t he  p r o j e c t  and i t s  implementat ion through AMEG. Add i t i ona l  comnodi t y  
procurements must be undertaken i n  the  near f u t u r e  t o  f u l f i l l  p r o j e c t  
ob jec t i ves  and take  advantage of the  c r i t i c a l  s m r  season. 

88 State 012329 p o i n t s  o u t  AID/Washington's concern regard ing  the  l e v e l  o f  
dependency which the  e n t i r e  AID/REP program has on AMEG as the  so le  c o n t r a c t o r  
of the  CEP p r o j e c t  and procurement agent fo r  a l l  AID/REP contractors.  T h i s  
dependency i s  o f  p a r t i c u l a r  concern i n  view of c u r r e n t  issues regarding the  
AMEG overhead ra te .  AID/Washington suggests the  search f o r  an a l t e r n a t i v e  
source of  serv ices.  We share AID/Washingtonl s  concern regarding the  l e v e l  of  
dependency aspect. Our view i s  t h a t  cons idera t ion  o f  a1 t e r n a t i v e  o r  
complementary sources of serv ice  must be done i n  awareness of both the 
shor t - term and longer- term consequences of whatever a c t i o n  we might consider.  

I n  the  short- term, any major  change i n  the  o rgan iza t i on  o f  serv ices would have 
d r a s t i c  impacts on t h e  implementat ion of the  p r o j e c t .  For reasons discussed 
be1 ow under 1  i m i t a t i o n s  of Canpeti t i o n ,  and a1 so because any re -organ iza t ion  
o f  con t rac t  serv ices would, by d e f i n i t i o n ,  i n t roduce  delays i n  the  procurement 
p lan  f o r  the  CEP and o the r  p ro jec ts ,  any a c t i o n  a f f e c t i n g  the  AMEG c o n t r a c t  
over the  nex t  4-5 months i s  n o t  advisable. A t  the  same t i m e  the  planned 
assessment/redesign, scheduled t o  begin mid-March, w i l l  o f f e r  the oppor tun i t y  
t o  r e f l e c t  upon the  requirement f o r  con t rac t  serv ices  i n  l i g h t  o f  poss ib ly  
changed program requ i  rements stemni ng f ran  new pol i t i c a l  r e a l  i t i e s  a f f e c t i n g  
t h e  p ro jec t .  I n  p repa ra t i on  f o r  t he  a r r i v a l  o f  t h e  assessment/redesign team, 
we w i l l  prepare an o p t i o n  and issues paper regard ing  t h e  procurement and 
l o g i s t i c s  func t ions  support ing the  AIDIREP p o r t f o l i o .  

Other than as s e t  f o r t h  above, t he re  a re  no s i g n i f i c a n t  p o l i c y  issues t o  be 
addressed a t  t h i s  t ime. -- - 

- - - 

-- 

t a  e  
execut ing an i n t e r i m  amendment o f  t he  a u t h o r i z a t i o n  t o  increase the p r o j e c t  
funding l e v e l  from $24.5 m i l l i o n  t o  $30 m i l l i o n  p r i o r  t o  the  formal assessment 
and redesign o f  the  p ro jec t .  

Delegat ion o f  A u t h o r i t y  No. 652 dated October 10, 1986, author ized you t o  
amend P r o j e c t  Author iza t ions  no t  t o  exceed a  l i f e  o f  p r o j e c t  amount o f  more 
than $30 m i l l i o n  when no s i g n i f i c a n t  p o l i c y  issues a r e  presented. 

I t  i s  recommended t h a t  you approve an Au tho r i za t i on  Amendment f o r  t he  
Commodity Export P r o j e c t  by $5,500,000 t o  increase the  p r o j e c t  LOP t o  $30 
m i l l i o n .  Other than as noted above, there  a re  no s i g n i f i c a n t  issues t o  be 
addressed a t  t h i s  p o i n t .  



B. LIMITATION OF COMPETITION - American Manufacterers Expor t  Group Con t rac t  

I n  August o f  1986, t he  Ass i s tan t  Admin i s t ra to r  f o r  Asia and the  Near Eas t  
approved nego t i a t i on  of  a  c o n t r a c t  w i t h  t h e  American Manufacturers Expo r t  
Group (AMEG) f o r  t he  implementat ion of  t h i s  p r o j e c t  on a non-competi t i v e  
bas i s  and w i thou t  p u b l i c a t i o n  o f  a  CBD synopsis. Th i s  waiver o f  compe t i t i on  
f o r  the  procurement of  t echn i ca l  serv ices  was granted under t he  a u t h o r i t y  o f  
Sect ion 904 o f  t h e  I n t e r n a t i o n a l  Secu r i t y  and Development Cooperation Ac t  of 
1985 and, i n t e r  a l i a ,  was based upon AMEG's f a m i l i a r i t y  w i t h  the  p r o j e c t  
des ign requirements, i n s t i t u t i o n a l  environment and s i g n i f i c a n t  comparat ive 
advantage i n  i n i t i a t i n g  e a r l y  and e f f e c t i v e  implementation. The same 
cons idera t ions  remain s u b s t a n t i a l l y  v a l i d .  I n  add i t i on ,  t he  c o n t r a c t o r  
personne l ' s  i n t i m a t e  understanding of  program requirements and ope ra t i ng  
environment as w e l l  as t h e i r  r e l a t i o n s h i p s  w i t h  c r i t i c a l  p r o j e c t  coun te rpa r t s  
would make changing o f  the  c o n t r a c t  bo th  programnatical  l y  i nadvi sabl e  and 
f i n a n c i a l l y  c o s t l y .  

Were d i f f e r e n t  c a s t  o f  c o n t r a c t  personnel t o  be in t roduced a t  t h i s  t ime, i t  
would s i g n i f i c a n t l y  se t  back p r o j e c t  implementat ion, reduce p r o j e c t  momentum 
and impa i r  US Government i n t e r e s t s  and ob jec t i ves .  

I n  88 S ta te  013429, A ID /W concurred i n  your  use o f  Sect ion 904 o f  t h e  ISDA Act  
o f  1985 and Cont inu ing Reso lu t ion  (FY 1988) t o  amend the  AMEG c o n t r a c t  on a 
non-competi t ive basis .  It i s  t o  be noted t h a t  AID/W s ta ted  " they b e l i e v e "  
t h a t  extension should be l i m i t e d  t o  an a d d i t i o n a l  s i x  months. The c o n t r a c t  
pe r i od  now i s  through August 1989. There i s  no need t o  extend i t  u n t i l  a f t e r  
t h e  approved redesign has occurred. 

We recommend t h a t  the  c o n t r a c t  fund ing  l e v e l  be increased t o  $33,500,000 t o  
p e n n i t  the  obl i g a t i o n  o f  FY 1988 Comod i t y  Expor t  P r o j e c t  and Afghan 
Humanitar ian R e l i e f  P r o j e c t  budgets. 

RECOMMENDATIONS 

1. That you execute the  a t tached P r o j e c t  Au tho r i za t i on  Amendment i n c r e a s i n g  
the  l i f e  o f  p r o j e c t  amount o f  t h e  Comnodity Expor t  Program by $5,500,000 
t o  $30,000,000; and 

2. By you r  s ignature  below, you-exerc ise  the  au tno r i  t y  Under bec t i on  ?XI4 of 
LV a ~r 

amendment t o  AMEG from $23,960,000 t o  $33,500,000 and waive CBD no t i ce .  

APPROV - 
DATE : \Vfi/ g 5 

Clearances: - RLA:SSpielrnan 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE AID REPRESENTATIVE 

American Embassy 
Irlamabd, Pakistan 

ACTIVITY ALmlORIZATION 

Name of Country: Afghanistan 

Name o f  A c t i v i t y :  C m o d i t y  Export  Program 

Number o f  A c t i v i t y :  306-0205 

Amendment $1 

Pursuant t o  t he  prov is ions  of the Fore ign  Assistance Act  o f  1961, as 
amended, the  C m o d i t y  Export Program was author ized on August 8, 
1986 w i t h  a  l i f e  of p r o j e c t  funding of n o t  t o  exceed $24.5 m i l l i o n  
i n  g ran t  funds. This  a u t h o r i z a t i o n  i s  being amended t o  increase the 
l i f e  of p r o j e c t  funding by $5.5 t o  a  new l e v e l  of n o t  t o  exceed $30 
m i l l i o n  i n  g ran t  funds, sub jec t  t o  t he  a v a i l a b i l i t y  of funds i n  
accordance w i t h  the  A I D / O Y S  a l l o tmen t  process, t o  a s s i s t  i n  
f i n a n c i n g  c e r t a i n  f o r e i g n  exchange and l o c a l  currency cos ts  f o r  the  
P ro jec t .  

A l l  o the r  terms and cond i t ions  as prov ided f o r  i n  t he  o r i g i n a l  
A c t i v i t y  Author iza t ion ,  except as hereby amended, s h a l l  remain i n  
f u l l  f o r c e  and e f fec t .  

M. D. Representat ive 
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